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§274.1 Purpose.

The purpose of this memorandum is
to prescribe regulations under which
the Secretary of Defense or his des-
ignee may, from time to time, by pub-
lic notice, offer financial institutions
the opportunity to bid on the interest
rates for the subject agreements. The
bids made will be subject to the terms,
conditions, and procedures herein set
forth, except as they may be supple-
mented in the public notice or notices
issued by the Secretary of Defense or
his designee in connection with par-
ticular offerings.

§274.2 Definitions.

(a) The terms public notice, notices, or
announcement mean the public notice
of invitation to bid and any supple-
mentary or amendatory notices or an-
nouncements with respect thereto, in-
cluding, but not limited to, any state-
ment released to the press by the Sec-
retary of Defense or his designee and
notices sent to those who have filed no-
tices of intent to bid or who have filed
bids.

(b) The term Loan Agreement means
the proposed agreement between the
foreign government and the private
U.S. lender as described in the par-
ticular notice of Invitation to Bid.

§274.3 Public notice.

(a) Bids hereunder will be invited
through a public notice issued by the
Secretary of Defense or his designee
which will prescribe the amount of the
loan for which bids are invited, the re-
payment schedule, the conditions
under which bidders may specify the
rate of interest, and the date and clos-
ing hour for receipt of bids.

(b) Accompanying the notice will be
the form of the Loan Agreement which
the successful bidder must execute
with the borrower, except for those
terms which will be subject to bidding.

§274.4 U.S. guaranty.

Under section 24 of the Foreign Mili-
tary Sales Act (22 U.S.C. 2764), any in-

§274.6

dividual, corporation, partnership, or
other juridical entity (excluding U.S.
Government agencies) will be guaran-
teed against political and credit risks
of nonpayment arising out of their fi-
nancing of credit sales of defense arti-
cles and defense services to friendly
countries and international organiza-
tions. Section 24 explicitly provides
that guarantees thereunder are backed
by the full faith and credit of the
United States. Fees in the amount of
one-fourth of 1 percent of the amount
of credits agreed upon shall be charged
for such guaranties.

§274.5 Notice of intent to bid.

Any individual or organization, syn-
dicates, or other group which intends
to submit a bid, must, when required
by the notice, give written notice of
such intent on the appropriate form at
the place and within the time specified
in the public notice. Such notice,
which shall be given to the Federal Re-
serve Bank of New York, 33 Liberty
Street, New York, NY 10045, will not
constitute a commitment to bid.

§274.6 Submission of bids.

(a) General. Bids will be received only
at the place specified and not later
than the time designated in the public
notice. Bids shall be irrevocable.

(b) Interest rates. Bids must be ex-
pressed in terms of rates of interest not
to exceed three decimals, for example,
5.125 percent.

(c) Group bids. A syndicate or other
group submitting a bid must act
through a representative who must be
a member of the group. The representa-
tive must warrant to the Secretary of
Defense or his designee, that he has all
necessary power and authority to act
for each member and to bind the mem-
bers jointly and severally. In addition
to whatever other data may be re-
quired by the Secretary of Defense or
his designee, in the case of a syndicate,
the representative must file, within 1
hour after the time for opening bids, at
the place specified in the public notice
for receipt of bids a final statement of
the composition of the syndicate mem-
bership and the amount of each mem-
ber’s underwriting participation.
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